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THE ECONCMIC PHRONT
LROTURE 7O THE NATTONAL STRATECY SENTNAR FOR RESERVE OPYXCERS

The National ¥War College
¥Washington, B.C.

25X1A9a

I sppreciste the opportunity to spesk to thie distinguished sudlence
and to participate in the Netional Strategy Seminar for Reserve gfficers.

General Armstrong hes quite appropristely ssked me to talk
about the economic front. The Boviet challenge, as you all know,
is more than sconcmic -- it is military, subversive and political
as vell. My remarks will of necessity touch on all these fields.
I hope thereby to gain in psrapective more than is lost by departing
from economic purity -- if it is not & contradiction in terms to
put the word "economic™ next to the word “purity.”

Pirst of all, the regimes in Moscow and Peiping sre governed
by the principles of international Communism. Thelr single purpose
is the liquidation of our form of free society and the emergence of &
Sovietized, communized world order. The aims of international
Compunism, with its headquarters in Moscow, are world-wide in scope;
its cbjectives are unlimited. 8Soviet lesders fimmly belleve, and
sloquently preach, that Communiem is the system which will eventumlly
rule the world. BEach move they make is directed to this end.

It follows Togically that the economic devslopment of the !
vasR, which is ‘che‘ vanguard of world Communism, is shaped to sérve
4the needa of international Communism, not of the Soviet people.
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Year aftor year, the proportionute diversion of economic
macurces to natiomal policy purposes in the Soviet Unden is without
peaceting precsdant in e history of the world. I define national
palicy purposss to include defense, ressarch and development, foreign
aid, education and investment ia imdustry.

To preacts their objectives they huve determined -- cost what
it may -~ to develop a formideble military establishmest and & strong
mationsl ecomomy whieh will provide & seccure bome bhase from which to
*g’mmﬁmﬁnmmiuﬂu

© Ome can ses ibis hasie fact by examining bhow total outpet,

wgmmmt,mmaaammmw,

and eompare this with out own division of tae production ple.
(Bristing aid 1)

'ﬁtmmM:

1. Soviet GNP in total was les: than half that of
the US ~ about LS percsnt of ours. |

2. Howeror, conmuaption, or what the consumers recelvsd
in fivenis, was only sbout ome-third of hs goods and services
ouwr pecpls enjoyed. Becaume of the larper Zoviet population,
this means that on & per gsplita baals, the disparity ia living
standards m even greater than this chert shows.

3 Wmiﬁﬂm&ﬁmmmmu
M%m%&tamm. Their investsent in industry,
mmd&a&énm,muqmwm. It iz this long-
standing practice of plowing eek svary ruble possibls inte
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sapital goods investmsnt thal 1z responsitle for the repld
M&mtmmq. musormmmhw
f.5. investment was higher wers owr far sreater constructisn
of commrical faciiities (shopping centers, drive-in moviss
ﬂmﬁh},mmmm.mww.

§+ 7Pioally, Soviet outlays for the military esptatiish~
memt wers about aqual to Ours, in abaclute dollsr terms.
aamﬁmafwmm@eh they are devoting
MﬁmunﬁWm}.ﬂ:ywusmwma
w»mw«rmtmmsmwﬂnm~uzmwp

w !
First of all, thnmnmmdumimwmmv,

aﬁtﬁwmﬁw;a%mmmmww&m; W e

able to deal guickly sad ruthlessly wits the Ewngarians, the m‘”.

' the present nuclsar stalesste in the Seviet's favor. Should
mmuwmmwzwqumﬁty ey
m}ﬂhiwamwmssﬁiﬁml,tkmtmdm&uﬁimm
mmmm,*mmuamtw.

' W,umﬁpﬁﬁm&mmmﬁ;m
mgsmamhmmﬁmentwwﬂm
mst usafule mmuwwmmmﬁmmwm

-l -
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their cause by proxy in local wars — Korsa, Vietzam, Malays are
ypical exanples. Alzo, Sbevlsscest aras sold ab cut rete prices
provided the ey thal opened ths door o Soviel influence iz meny
undardevslopsd countries. The Septembsr 1955 arms deal with igypt
wae the firat of these; shijemuts to Syris, Yemsn, afghenistan and
Indomesis followsd. is the world aow kuows, ihase bave besn profiiable
invssisents in dlserder. Fossession of mcdern arniseats aleo is
eonsidered & sowes of prestige by the leaders of the sew african
- eomtries, and wost recently Commmist arms have zope 10 Gulnea an
| & gift. They were uickly followsd by & militacy misaion. Thers
ia now a considerable mumber of foviet Hloc patiunals in Guloea,
imcluding the ineviteble trade missions. Thus, for the first time,
the familiar pattern of Commnist pesstration is developing ia the
prowigiag area of Hlack ifrica. '

I wil) torn now from military expenditures, and the Teaseus
why sueh oullays are so high in the Soviel YUniom, %o the subject
of seononmic growtl.

In the abort space of 30 years, the loviet Umion has growm
from & relatively backuard astion to bevome the second largest
industrialised sconomy in the world. It is true that the headlong
pase of industrialisation has slowed moderately in recest jears.
Homewer, its growih is siill well over tuice that sidch we achieved
during the decade sf the 1950's.

-k -
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he mew sonfidence of Ehrushehev, the shrewd and yocal leacer
of the Soviet Comsunist party, and sneidentally nesd of poversment,
doss sot rast solsly onm his conviclion that he, too; pospsased
great military strength. He is comviroed that the fimal victary
ﬁmmmmummmmuwym.

wﬂgmaﬁmswmummm
mmmmwm,mmwmwﬂsm
MMﬁhﬁnﬁmmnmﬂa&mmwt

'&M@n&@af&&&@ﬁet&%iaﬂn&oﬂ

she priority growih of heavy industry. This will insure

e Sevists vietory in pesceful sconomic competition with

sapitalist countriss. Mevolopment of Seviei sconomic wight

un;mmmmmﬂos@ummmtm
of nevw admrents

salanse of powsr; J

¥e live in sn unprecedented era of change. ¥ithin little more
M‘WMWWE?&WW,EMW
mm,mmxmm@amnm. Ia all
thoss meuly smer;unt natious, there 13 twhense nationaliswm coupled
with the determinaiion to achleve a wekter way of 1ife. RBGlly
um,maamplnn nelieve rapid iadistrializstion is the
way 40 Progrezs.

mmmmimafmwﬁ’rim.p&rmum
awveraze less than 2100 a ysar. Life sypectanciss are half those
of the adfanced natiens of the wast. filteracy s the ruls, not

-s"

Approved For Release 1999/09/08 : CIA-RDP75-00001R000200550005-1




Approved For Release 1999/09/08 : CIA-RDP75-00001R000200550005-1

the sxception. To these people, determined to establish quickly
& degent standard living, the 3eviet story of rapgid econcmic
grovth has grest appeal. |

The lesders of world Comsunisws are alert to the opportunity
which this gresi transformation affords them. In their redtie broad-
casts to Afriea, the Hiddle Last and asia, and Shrough their locsl
front organisations, the Soviets project the image of the Sovist
mm‘a the magie blueprint for achieving rapid PTO Te88. Le
should not underestimate the atirastion woich sueh an image has
on men of influsnce mMVem&gmmu =0 are desporately
seeking t0 lead their pecple inte toe Twentieth Century.

Ist me show you ome plece of Soviet propagenda, whleh was
boing uwmed in Iadla last year.

‘ (Briefing M4 2)

Thds ohart, prepared in tie Soviet Umlonm, compares industrial
growth in the U75R and in the Tnited Jtates in a highly exaggorated
Lasniche

It begine with & ysar of propperity and #nds wiih a recession
paried for the United States -~ 1940 and the first quarter of 1958.

Yaing 1945 as & base of 100 percent is both eountries, the
chart creates e impressicn that by 1957, Soviet eutput hed
grom Hve ﬁ@u!utaﬁathms.fs. mmm; of cowse,
Bovist output was atill much depressed because of the war's destruction.

itm_!ﬁhaﬁa iine representing e O.%5., you ses that as tuls
chart is made wp, the first quarter declioe in 1958 wiped out us.
produsilion iveresases in recent years.
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You see Uncle Sam ~ pot-bellied and dark-spectscled, bending
backwards to view the exslted level of Soviet production. As an
added bit of Socislist resliam, Uncle Sam's leg is conveniently
plsced to hide our dest years of growth. “

The Communists believe that the underdeveloped countries
represent the Achilles heel of the Western World. These countries
have assumed & role similar to that of the proletariat in early
Marxzism. To the Kremlin leeders, the Free ¥World underdeveloped
netions offer the greatest opportunities for sn extension of Com-
maniem; it is the "quty” otfthem“them‘sfthe
revolution to inveet some of {ts resources in promoting this
sxtension.

The tactical shift in Soviet foreign policy to aid the newly
amerging bourgeois govermments was unveiled to the world in 195k.
The party line turned from the "ermed struggle” phase of the late
Stalin mt@/&phase ft “pesceful coexistence.” Bince then,
pesceful cosxistence has become more than & tsoticsl maneuver;
indeed, it is the battle itself. What is "peaceful coexistence?"
In the words of former Soviet forelign minister Shepilov, and
Bore I quote,

"Penceful cosxistence does not mean & guiet life.
 As long ss differsnt sccisl and political systems exist,
eontradictions between them are insvitable. Peaceful co-
sxistence is & struggle -- & political struggle, an
soonomic struggle, an ideological struggle.”
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When the Communist economle offensive started, many Western
observers belittled Soviet vapabilities to provide ald to under-
developed nstions., These observers believed that internal Soviet
requirements for machinery and equipment, generated by the
progran of forced draft industriglization, would leeve no surplud
for export.

The judgment overlooked the fact that the Soviet Union had
become a major industrial power in the world, By 1955, its
annugl produstion of industrisl goods was already running over
90 billion dollaers a year., Further, jndustrial output was incressing
at an snmal rate of nearly 10 percent.

It clearly féllaws that the Soviets pessessed the industrial
muscle to atep up Communist activities in the Free World by
economic meansj all that was needed was the political decision to
do so.. A diversion of less than one percent of annual output
was enough to support an aid program of signifieant proportions.

The aid program is neﬁ & large one by United States standards.
Potal oredit extensions by the USSR over the past four years
have only amounted to 1,8 billion dollars, and the net annasl
4rgin, that is the difference natween drawings and re,{zamnts s hes
never smounted to more than helf a blllion dollars.

The main point is that of all Soviet cutlays for nationsl poliey
purposes «= defense, domestic investment, etc. =~ foreign
aid imposcs far end awsy the smallest drain on resources, It
could be inoreased substantislly if the Communist leadership saw
politicsally profitable opportunities to do 50.
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By 1965, the Soviets could have a foreign aid progran
equal to ours with still'no obserable strain on its economy,
It seens inescapable thai the economic competition will grow.
This is part of what Khrushohev meant when he told Walter
Lippman, "Fconomically speaking, we will csuse you Americans
more trouble every yoay,®

Up %o this polnt in time, Soviet Bloc aid to all wnder-
developed countries of the Free World has been dwarfed by Western
sid, However, it is important to keep in mind that Communist
esonomic ascistance is heavily concentrated in a few key target
aountries,

In these countries, the Soviet program 1s either larger than
the aid provided by the United States, or is sisesble enough
to be of gmi&r&tﬁa importance, BHere are some examples,

{Briefing &id 3)

i, The bars in this chm- corpayre U.5, ald and Hloc
ald from 1954 to the Piret quarter of 1959 for selected
countries, .

2, TYou can see that in Egypt, Syria, Irag, Aﬁ‘ghiatm:,
Ceylon and Indonesia, the Bloc has put in far more economic
#ld than we have, Although not showm in the chart, the
seme 18 true for Yemen,

3. In'Bﬁ,ma, India, and Nepal, while Bloc sconomic
ald is less than our own, it i# neverless substantial.

This spplies to Cambodia as well,

“« 9w
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These countries have been willing to expand thsir economic
gontacts with the Soviet Bloc for a varlety of reasons, but a
basic explanation of the success of the Soviet ald progrem lles
the fact that tha4mdardevelaped countries are capitalestarved.

Many leaders in these countries, in fact, have voi_ced their suepicions
of Soviet intentions, but have defended their acceptance of Bloc
assistance on the ground that the great need for additiond
cepital requirements of the underdeveloped countries will become
even greater in the future, and unless the Soviets commit . |

" serious blunders, the Bloc will contirue to £ind numerous potential
sutlets for its assistance offers,

8o far, however, the Bloc has made some blunders but has committed
relatively few major mistakes in ite aid program, Its program, in
faet has been cleverly formlated so ag to have a genergl anpesl to
ail underdeveloped countries. Fach offer of assistance seems
specifically designed to offer a solution to an immediate problem
feping the target country,

In certain instances whers the Bloc program differs from
that of the U.8,, the Bloc progran suffere in comparison, Never-
theless, thare are interesting contrasts between the Bloc and the
¥.8, assis'ance progrars.

First of sll, Bloec esonomic aid is peddled onm integrated
and a continuing basis, A lirne of credit is offered simultaneoulsy

w 10 -
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with offers of technical sssistance, training, and in particuler,
inereased itrade appeﬂunitiea. Yow, if an mdor&evelemd country
i having d4ffioulty in selling its préducts at adequate prices

4n the prort Met, the smws 1ong«»tem tracie offers have
particular appaal. _ Ss.nce the size of theiy program is not subject

%o annusl %ngmasimal review, the Sovietz are not inhibited
from signing 1ong-tem agrcments. Tn eontrsst, U.5, trade is
largely outside the scope of the aid.program. We would find it

politically difficult, if not impossitle, bo provide a goaranteed

aarkiet, for Egyptian ootton or Bumess rice, to cite only twe
exsrples, | | | '

- smnﬁy, whereas Soviet Bloc aid is almost entirely on a
mﬁiﬁ bgzﬁ.s, .S; aid haa uanxiated primarﬁly of mnts.

'anrmﬁ.ng cmphaaia on the stolcpmsnt Loan ?und, howaver, will

pmbsbiy rain the Mfg)artanco af credits in the f}.ﬂ. PrOZTan,

| aamally, Blec 1aans eam & two md one-h;lf pereent interest

rate, with m&m‘h in gwda to bag:}.n the year atter the projeci,
sueh a8 & cement pmt, m ‘baen hrought in'tm prodnctiem !'ax:'bhar,
ropmnt pricaa BYe aubéec'h %o annaal nagatiatians, which givea
the Swieta an oppaﬁ:unity to be tough or lenjent, dspenﬂing on
how dhings m gaing.

mrtimian em Mee ’mms averages 12 years, Wnila Western

v i:i'barest rama are higher, our anortisation terms on loans are

frequently for 20 t6 4O yesr periods, so thet the smnual loan
bupden is lower, Korem&, if previous Western ald had taken

..11..
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the fomm af oredits rather than grants, the ability of these
sountyles tﬁ service further loans today would in many cases
be dublous, |
| ’i‘hiré, Bloc asslstance is largely for mdnatx'iai dmlw-
mum ww gnd iz intméed o sppeal to the dasim for Media%aly- :
' m&tﬂ.a yemults in industrisligstion, It ie rarely, fur
' agriarulmra}. sonriodities such as under our FL LBO program,
- which comprises s significant part of vtots‘l 7.8, sid, ‘rhis
means thet slmost all of Hloc aid remains as & visible and
R 'glmrms symbol of assistarm ‘ |
 Pourth, the industrisl development pmgram of the Seviata
: m a..mst dlways in the public sector of the e::unw, m‘t« 'ahs
: _ gmvam sestor, This encourages Soclalist thinking on esaamie
development, a8 well es stimulabing goveroment Mfarship rather |
: 'bhm encouraging free enterpvise, | |
| Finally, Bloc aid programs are free of milltary pwts.
Tnis gives then a particular esteem in uncomnitted sountries.
Fo Fres World wnderdeveloped country receiving Bloc milimkor }
w&émic: aid is & wember of a Bloc military alliamce, In econw
. trast, most of our own ald goes to countries with which the U.3.
is allied in military agreements., | . |
" In sumnary, the Communist aid and trede progren has been
designed and packaged with the target in mind. It sppeals to -
tralist. aentimm; i‘h provides an a%tractive aﬁpplemmt, !

-if -
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in certsin caves, an alternative to V.5, ald, It hee no obvious
‘ strings a:ﬁaahad to 1t. |
Hmr, $he ﬁﬁrings- are the;
| The Seviat pnlic,y of eacnomic penetratian £its l.ﬁw a glove
into their world-wide compaign of subversion., There sre over
6,000 Bloc technicians ‘i,n the Free World, helping to train milditary
.!’mﬂ‘ aud to build various mmaﬁal plants, the largest of which
49 the Indian sbae}. mi},l These techmicians do not engege in prope
sgends or in subversive sctivitdes. Together with the Communist
' built- plants, these teehniciane do serve to establish a peaceiul
Boviet ”yrésen&e,“;ﬁ to lend oredence to Soviet statenents of dis=
.m@eéﬁeﬁ- ‘help’ia' schieving economic progress,
 Meanwhile, the Communist propogends goes out through the front
.manuat ime, dirested wartly or covertly from Mescow, Ons of
these ﬂrganimtims in India is the Indo-Soviet Culturel 3a¢iety.
~ Let's take a look at i%, | |
R {Braefing Ald L) |
1. You can sce that this Indo-Soviet Cultural Society
vmmly blsnke’%s the sountey.
2‘ Emreml of its branches sre located in ﬁadkyn ?ramh
S‘bnte, 'eémra the Russisn-built steel mill is being completed.
| | 3. Commnist pmpngancl&, sindlay to the slide I showed
you earlier, comparing U.5. and USSR industrial growth, is
distributed by sueh front organisstions. |
& o omowow.

-~ 13 -
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What you have secon on this slide is oniy one Communist fromt
organization. But the Sovists and their Chinese Communist allies
have argar;ised & vast number of fronts, covering almost svery btranch
of human enterprise. They include youth and student groups, labor
snd veterans organizations, women's groups, and, of course, the
World Peace Council with iis imzigrabla peace societies. Inm total,
the olsimed membership of all fronts runs intc several hundred
million people.

In sddition to the front organizatlons, and matdve Commumnist
parties, as devicess te spread ithe a:gm'nta for Communism, massive
radio programs are ba_mw-& daily to africa, Asia and the Middle Easte
These are haard in scores of languages. They come from clandestine
transmitters as well as those which ars openly acknowledged.

There is no set pattern to these msssajes. Moscow carefully
tailors broadeasts to fit the particular vulnerabilitles of sach
target area and gudience.

I streas this point because one of the objectives of the Sino-
- Boviet Bloc ald program is to place iis radic breadcasting equip-
ment in wnderdeveloped areas. Complete radio stations are offered
either at cut prices under very liberal credit terms or as a gift.
Boc techniclans are always employed in the survey, installation
and initial operating stages of these projects.

¥Woat does BEloo hope to gain by having its transmitters
installed in underdeveloped countries?

‘&‘
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At the minimum, the Soviets expect that broadeast facilities
will be used by nationalist leaders to push anti-Western revolutionary
themes. :

Actually the Soviets have little trouble in finding within the
emerging countries cabinet members or other leaders sympathetic to
Communism. Charges of brutality by Western colonisl powers not only
plense Mogscow but undoubtedly are mors persuasive to local populations
when broadcast from ome of their own countries than when beamed from
Hoscowd

A% the maximum, the 1&#&51?3 of the Bloc hope that, by installing
radio stations, théy will receive the right to broadcast their own
progran material on thess stations. For P;ample, the Chinese
Comminists have presented Cambodia with a gifi of & radic trans-
nitter. Now the Chinese are trylng to get the Cambodians to allocate
saveral hours a day for :\';hma.dcaats of Peipiég radic prograns.

I would 1ike to show you where the Eloc has built or is offering
%0 bulld broadcasting facilities in the Free World. ‘

(Briefing Ald 5)
1. Pirst of all, there are the two stations in Egypt
| with two more t0 come. Therec are two scheduled for Syrias,

and the other member of the UAR. Perhaps this investment does

not look as profitable to Mosaow today as it 4id a year ago.

2. However, the USSR is now pubting up four trans~
mitters in Iraq, where the Communists are a most powerfal

force in and out of the government. .

| - 35 -
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3+ Moving from the Middle East io Afriea, you can sea

the offer of a transmitter to Guinea. Rumors suggest that

other newly emergent African nations will receive simllar

offers.

Le Tbe Cambodian station, supplised by China, I have
already mentionsd.

I ¥ill turn now from the Communist ald program to the subject
of Bloo tlal’,ada with the Free World.

In my apinion, ther 1s a sharp and clear cut difference in
motivation between Communist trade with the industrial West and
Communist trade with the underdsveloped countries of the Free World.

Most Soviet trade with the Free World ias with the industrial
West. The Russians szcek to buy chemieal equipment, elsctronics
and antomation equipment, tire plants, and are interested in
purchasing facilities to improve their ferrous metallurgical industry.
This trade is motivated primarily by internal economic considerations,
80t by its political impact on the West. Soviel impprts of machinery
from Europe, embodying advanced technology, are important to the
rapid expansion of Communist industry in certain key areas. Thise
waz frankly admitted Ly Kbrushchev when he stated that through such
ismports; and here 1 quote,

"The Soviet Unlon could be given the opportunity of guicker

fulfillment of its program .... without wasting time.”

& 16 -
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Inoreassd inports from the West mean increased Soviet exports
of a lengthening 1ist of raw materials, fuels and semi-manufactured
goods, These are the Soviet goods avallable for expert that Eurcpe
wiil oy, Thers i3 no market for Sovist machinsry in Osrmany, for
exazple, or for Sovist textiles in England.

Prom time to time, Sovist sales of tin and aluminum at low
prices have brought charges of "dumping™ from Free World suppllers
of these materials, However, such charges overlook the fact that
Seviet sales of industrial raw materials to Eurcpe are designsd
to gain foreign exchange nosded to pay for increased imports of
machinery. The Soviets have always charged as muck as thsy thought
the market would bear. When in 1958 Western commodity markeis
were sxpariencing s recession, Ruasian prices were low; the recent
riss in platinum prices, however, was led by Soviet sellers. In oy
opinion, the Soviets heve nothing to gain by disorganising markets

and driving prices down in this srea -- on the contrary, lower prices

mean that more Soviet materisls have to be sent to ssoure a glven
smpunt of forelgn exchange,

I stress this because & distortion of Soviet motives does no
ens any good in the long run. It Juat confuses the issus, The
political challenge of International ‘ﬁmmmim in Western Eurcpe
has been met and turned back. Stimulated by Marshall Flan atd,
Vestern Eurcps has undergone rapid sconomic growth over the past
decade; unemploymsnt has largely disappeared, most currenciss are

- 17 =
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strong and stable and Communist parties have lost sirsngth every-
where.

Serist trade with the underdsveloped nations is 3 very different
satter. Tt is motivated primarily by its politicsl impact on the
sreas concerned. Its ultimate motivation ism to export Communism.

Yor example, & year age Imrushehev stated,
“Another form of relatlions ls that obbaining between

Sesialist countries and the economically underdeveloped

sountries. One may not of courss say that in this case

that our economic relations are based on mutual advantape,

Spsaking generally from the commercial viewpoint, our economic

and tschnical ald to the underdsveloped couniries is svan

wmprofitable for us,”

Seviet motivatlion behind much of the rscently creatad trade
activity betwesn the Commmists and the nswly independsnt countries
is, ultimately, to bring these countriss into what Moscow calls,
wthe Socialist camp.® 7This iz not to be done in one step, of courss,

The initial stage consists of replacing traditional Westarn trade
in thess areas by Sovist Hloc trade. This hos xlready been done in a
linmited nmuber of countries, For axmmple, Iceland's fish now goes
to the Sovist Blco, not to the United Kingdom. Over 60 percent
of Egypt's cotton exports are now to the Bloe, not to Western
BEurope. Irag is currently deriving more and more of its imports
fyom the Floc, less from the West. Soviet oll is now cruclal to
several small countriss, and all nations receiving Soviet plant
and squipment must return to the Hlee for maintenance and spare

parts. :
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Omce again, the Soviet's sffort is highly selestlve. About
&mammwmmm1m4mnﬁww
1% countries. Further, the same pattern of concentration which I
spoke of sarlisr in Bloc aid is aleo true of Kloc trades -~ & concen-
tration on )k&y target countries.

Thess expanded trade activities are, moreover, based on highly
complamentary economies, What the underdeveloped countriss have
1o sall is overvhelmingly food, fibers, and industrial rew materiale,
mt:wms;hammmbegbmrbodbym Bocs The Europsan
Satellites as & vhole are now a deficit food producing area, and
always weve dependent upon imports for raw materials, The present
low level of per capita consurption in the Soviet Bloc implies &
great oapacity for sbsorbing the exports of many underdeveloped
gountriss.

Is follows logleally thet with the shift in parketing patterns,
the Soviet presence in the underdavelcped areas growd while that
of the West diminishes, If Hloc econcmic blandishments and the
Mmmorprwadz&omthsdmmiwnminmm:ﬁc
sppeal of Comrunism over time, thsre is no reason to believe that
the Seviets will hesitate to use economic pressure to bring aboul
& state of affairs mora tc their liking. Once the economic vulnera-
bility has been created, its exploitation along with other Soviet
devices, is a matter of timing.

There are many {resh examples of the use of trads as a weapon
by the Sovist Union,
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Within recent months, the Soviets have threstensd to cut off
trade with Oreece 1f that nation allows EATO nissile bases to be
astablished on her territory.

, Pressure from Moscow for a Soviet-Iranian non-aggression psct
was backed up this year by the withholding of orders for Irenian
1aad and sinc ores, for which the treditional market has been the
ussi.

Iast December, ths Fimnish government fell, s vicitim of
Faland's vulnerability to Sovist sconomic pressuwre. Angsred by
afforts of the Flmish government to move closer to the West, the
Soriets were quisk to reast. They cut off petrolsum suppliss,
sancelled orders for manufactursed goods and refused to megotiate
a trede agresment, fSovist economic pressure was skillfully
coordinated with political pressure by the Finmish Communiet Party
and with strong attacks by Soviet press and radio on the government
of Finland, From the degimning of the Mescow drive to the toppling
of the Fagsrhiolm govesrmment took only two mouths, |

To mumarise this scmewhat rambling pressntation on the esonomic
fromt, the following points appear to me most important:

1. The Soviets, ysar in and year out, devots a very
large perventags of their economic resources to purposes of
nationsl pel&gy, most prominently to defsnse and investment
ia heavy industry.

2. 48 & result, they have schisved a rapid rats of
sgononde development which now not only provides them with
wmmmhmmdumgmmmmﬁm
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of Communisn, but also serves as s powerful propaganda
weapon in s2lling Marxism to the psoples of the underdeveloped
sountries.

3. The ability to provide arms at cut rate prices and
developmant capital on atiractive repaymsnt terms opens the
door to the spread of Communist economic influence in key
undsrdeveloped countries. In these couniries a pressure
to recrient trads sy from the West to the Floc inevitably
follows.

k. Heoe sconomic penstration, to be understood, must
be oxmnined in the light of the total Soviet offensive --
including their propaganda, subversion, and political
M‘kntien = in the undsrdeveloped nations. Trade and aid
gstablish the Soviet presence and provide a plausible froent
of disinterested helpfulness,

S, The Sovist leaders frankly aduit that their
motivation in economic dealings with the new and fragile
democracies 1z ultimately to move these countries beyond
geutralism into the Communist empire. Once a condition of
wulnerability has been brought about, bistery clsarly shows
the Xremlin will take advantage of its bargaining position,
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